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COMPARATIVE HIGHLIGHTS 


Year Ended October 31 


°/o Change 
1970 1969 from 1969 

SIE a os Sic ao Oe RAIS a en Se a ea $30,035,610 $26,841,515 = 
ICO TNE MOCRONeUt Aas wuttaneN Rune) beni s Sei cnn at MCE hora ear A Palas ancers 2,012,556 * 3,651,404 == ANS 
NAS OTTAVENIARGES ic.5.-5 tc seth een Aree RRC ER on Re kn a A ee 959,500 1,814,171 ee? HAT 
INGSIS HETOOV INS: 5 5 atic chavs oer eee ue CUE A CER MeL Ge tr, SUM Ree ane 1,053,056 * WG377233 Soe 45 
Earnings: 

EU NETO. sR ec reat eee eae A Se eee te eS — aS 

Ae RG EITM. Oi Sail OS pam blk is oe oo ans aac uaaieree ee oicis aie win enue Rutaive Aone 6.8°/6 — 49 

As a percentage of capital employed at beginning of year**........... Oe ia, © amie ne) 

As a percentage of shareholders’ equity at beginning of year......... 1835/0 = 48 
Dividends paid to shareholders: 

PUSS TPIS le Sata tte Ae ae oe a a en a 48 =e 

XS OP CLEE MARS ON CANIN Ss cv ahah Sear edna = sia a abies auhenanee 4 7a one AD io —=— 7A 
(CR yA AES oNETAYG IIIT ler LO ae eee TEE er SD er 2,024,681 2,886,878 ae, 810) 
DE Oe Clatl © Mame eee eee ae) cae yraters cen ROR cds hes hs eG ae ar Se 974,720 888,797 =e 
NiVAOMial oneal MGCL ins aeeeees Swe en it ies enes atecne ksh Tate Le ahr chspedtvs ish udes aeem 51% 8,239,533 8,972,108 =  & 
Ratio OmGuiremrassets tO CUTTEMt HalnitteS.. 2). scwm teased. oh swe kc ve wo os 1.7 to1 1.9 to1 = 
Marni eace Minnie Oleg te ameter nto Ar. edge Gata aa patlene nate sbevhdde rn sees Wien tA 6,312,000 6,824,123 rea 5) 
Shares outstanding: 

EO Oh are eM ne aceon nase as eros yrarctc le wauapamemepeh ere é 530,424 528,424 = 

BAIS CE NR eae te Mean ee Pe PRN iE Seog ts Lien hus eaels Pome Sie sven 1,076,000 1,067,350 ar 1 
NGO CIROLS Mane MONG Gears lanai stnee ste ee ae ivc Mun etss boda sake cnaaie ws 2,675 2 £25 >a ee 
Salatiesawereo and employee DEneTIIS: . 2a. adedes s we eeew wie. wea ae os 7,299,279 6,391,924 sp 1d! 
OE OMe MOIOVEESHAVelACe = sama necr thier ty a Yes mena kc ie wre, mag es 1,114 1,078 ar) 


*Before extraordinary item 
**Capital employed represents total assets less current liabilities 


The asterisks appearing 
in the 1970 column 
should be in the 1969 
column. 


REPORT TO THE SHAREHOLDERS 


Through most of 1970 the Canadian economy was oper- 
ating under severe monetary and fiscal controls in an 
effort to stem the rapid inflation of the past few years. 
This brought about a curtailment of consumer spending 
and also resulted in a rise in unemployment. 

The carpet industry along with many other consumer 
oriented industries felt the effect of these conditions, 
particularly at the retail level and this in turn had its 
impact on distribution and manufacturing. The decrease 
in retail carpet sales in the past year has been offset to 
some extent by an increase in the volume of commercial 
carpet. The net overall effect for the industry by year- 
end will likely be a modest reduction in dollar volume 
and a slight increase in yardage shipped. 

The temporary slow-down in the growth rate of the 
carpet market intensified competitive pressures and 
resulted in narrower profit margins. Towards the end of 
the year there were signs of strengthening in the housing 
and durable goods demand and, while somewhat er- 
ratic, there appears to be some improvement at the 
retail level for carpets. 

The carpet industry and your company is in an ex- 
tremely strong position to move forward when more 
normal conditions return. The broadening of the market 
for carpet in both domestic and commercial fields en- 
sures the long term growth of the industry. An example 
of this trend is reflected in the statistics for the United 
Kingdom where carpeting has moved from 43°/o of the 
total floor covering market in 1965 to 58%o in 1969. 

Throughout this difficult period the company main- 
tained its leadership in the Canadian industry, consoli- 
dated and strengthened the newly formed distribution 
centres and carried on with the long term plan of capital 
expenditures to ensure the growth of the company. 

The outlook for the year ahead is undoubtedly better 
than a year ago although there is some uncertainty as to 
how quickly the recovery will develop. The government 
is now turning its attention to reducing the unemploy- 
ment level and this should result in stimulating a return 
to a growth pattern in the economy. We therefore look 
for at least a modest improvement in general business 
conditions and consequently a healthier environment 
for the carpet industry and your company. 


Income 


Net income for the year after income taxes was 
$1,053,056 or 66¢ per share. This compares with earn- 


ings last year of $1.15 per share before the extraordi- 
nary item and 93¢ after the extraordinary item. 

The net income reported includes $252,000 or 16¢ 
per share in connection with grants earned under the 
designated area legislation for our plant in Colling- 
wood. Up to October 31, 1970 a total of $981,691 has 
been earned in grants and up to the same date $827,116 
has been either applied to offset start-up expenses or 
included in income consistent with our established 
practice. 

As the three year period for qualification for grants 
at the Collingwood plant expired on August 31, 1970, 
there will be no further grants earned. The balance of 
$154,575 for grants earned but not yet taken into in- 
come will be taken up over the next three years 1971 to 
1973 inclusive. 

Earnings as well as sales were adversely affected by 
the seven week strike of the Collingwood plant early in 
the year. The strike combined with the slow-down in 
the economy prevented the achievement of planned 
sales objectives with the result that earnings from both 
manufacturing and distribution were below expecta- 
tions. 

Selling, administrative and distribution expenses were 
higher in 1970 due to the newly formed regional distri- 
bution centres operating for the full year compared 
only to the last quarter of 1969. Warehousing expenses 
as Well as selling and administrative expenses of regional 
distribution centres are now included. Interest costs are 
up for the same reason and higher interest rates also 
contributed to the increase. 


Dividends 


Dividends of 48¢ per share were paid during the year 
on the same basis as the previous year. A dividend of 
12¢ per share has been declared payable January 4, 
TA. 


Sales 


Sales for the year of $30,035,610 were up 12°/o over the 
previous year. The increase was largely contributed by 
accessory products which are handled by our distri- 
bution and by the additional distrbution margin on 
regular carpets from our new distribution centres. Car- 
pets of our own manufacture while up in physical 


volume are down in value due to product mix and lower 
prices. 

The volume of contract carpet for commercial and 
institutional customers was up substantially in the year. 
On the other hand, domestic volume was down reflect- 
ing the lower level of consumer spending and the action 
of retailers to liquidate inventories in view of the tight 
money condition which prevailed throughout most of 
the year. 

Apart from the first quarter which was affected by the 
strike, the third quarter which ended July 31 was the 
low period in the year. Sales in the fourth quarter were 
up 6°/o over the third quarter and 5°/o over the fourth 
quarter of last year. The year ended with a comparative- 
ly strong demand and the improvement has continued 
in the early weeks of our new fiscal year. 

In the export field, very satisfactory progress has been 
made in increasing our volume during 1970. As a result 
of our activities during the past year we anticipate a 
continuation of the high growth rate in the year ahead. 

Advertising and sales promotion was an important 
part of our marketing activities with heavy emphasis on 
television during the year. In support of our retailers 
increased expenditures are planned with more promo- 
tions and sales clinics to promote the sale of our prod- 
ucts to the ultimate consumers. 


Products 


While there has been a temporary slow-down in the 
rate of growth of the carpet market, there has been no 
abatement in the pace of new developments involving 
new fibres, production techniques and exciting styling 
trends. In the past year the first stage of expanding our 
product development facilities to include a pilot plant 
operation was completed. The second stage is sched- 
uled for the coming year with the third and final stage 
in 1972. The pilot plant will duplicate most of the im- 
portant stages of yarn and carpet manufacturing. It will 
permit more original and extensive research, accelerate 
product development and eliminate interruptions to 
production equipment for sampling purposes. 

One of the more recent trends in domestic carpeting 
in keeping with the move to more casual living has been 
the shag texture. While shags have been represented in 
the Harding line for the past two years, by early 1971 
there will be ten lines of shag products covering the full 


spectrum of shag styling to meet the needs of our cus- 
tomers. 

With the increasing cost of carpet installation, the 
trend from hard surface to soft floor covering in the 
home and the development by the industry of products 
suitable for the purpose, there is now a new outlet for 
the industry in the do-it-yourself market. Broadloom 
with underpadding attached in the form of high density 
foam and carpet tiles are products which enable con- 
sumers with an inexpensive installation kit to carry out 
their own installation. In 1971 a major Harding promo- 
tion will be launched for the do-it-yourself market. 

It was mentioned in our 1969 annual report that the 
company does not produce a needlepunch product of 
its own. This type of product has contributed a signifi- 
cant volume to the growth of the carpet market in recent 
years by making available an inexpensive soft floor 
covering. Early in 1971 the company will introduce a line 
of needlepunch broadloom and carpet tiles by purchas- 
ing from an outside source semi-processed products 
which will be finished on our own existing equipment. 
This will enable us to aggressively pursue this segment 
of the market, increase the range of products we can 
supply to our customers and generate additional volume 
for manufacturing and distribution. 

The installation of our continuous dyeing plant was 
nearing completion at year end and will be ready for 
operation early in 1971. In addition to providing a 
substantial increase in piece dyeing capacity, the com- 
pany will have a competitive advantage in this increas- 
ingly important method of dyeing carpets. The ability to 
dye large orders in the same batch which is especially 
important to the contract market, generally improved 
fastness of dyeing and the elimination of side to side 
and side to centre matching problems are some of the 
advantages. 

During 1971 another major expansion of our facilities 
will be the installation of a screen printing plant. This 
is probably the most significant development in the in- 
dustry since the introduction of the tufting machine. 
The printing of pattern and colour on carpets is now 
established in the United States and the United King- 
dom and will have its impact on both the commercial 
and domestic market. Sales in the second half of 1971 
will benefit from the addition of this process with in- 
creasing benefits in subsequent years. 

In the past year further additions have been made to 


our range of stock contract lines. These are primarily 
tufted with some woven carpets and are designed es- 
pecially to fill the needs in terms of service and styling 
for commercial and institutional uses. In the past two 
years our ‘‘Titan” has been an outstanding example of 
this type of development and has enabled the company 
to increase its share of the contract market. In the past 
year products were added in 1/10th gauge and in 1971 
we will be introducing products made on 5/64th gauge 
tufting machine. The trend to finer gauge takes advan- 
tage of the superior wear of nylon and polypropylene in 
producing a highly serviceable product at a moderate 
cost. 

A recent and promising addition to our product line is 
our wall carpeting ‘’Mural’’. This product was launched 
after extensive development work in order to comply 
with strict flammability standards and research to es- 
tablish a method of installation. In addition to provid- 
ing a decorative wall covering, “Mural” has a sound 
conditioning value not found in other materials. The 
wall covering field opens up a new market opportunity 
for company growth. 


Distribution 


As previously reported our own distribution in Ontario 
commenced in 1965 through the acquisition of L. & G. 
Floor Coverings, Ltd. Distribution was expanded August 
1, 1969 on a national basis providing us with a total of 
six carpet distribution centres throughout the country. 

Along with the acquisition of our own distribution 
centres came the distribution of various accessory pro- 
ducts including underpadding which is an integral part 
of the carpet trade. 

All segments of our industry from the retailer through 
the distribution, to the manufacturing have experienced 
a difficult year as a result of the general business condi- 
tions. Our own newly formed distribution in its first full 
year of operations have had to contend with these con- 
ditions in becoming established. In the light of our ex- 
perience to date, a number of adjustments have been 
made and we feel that our new distribution centres are 
now in a position to make a significant contribution to 
our sales and earnings objectives. 


The Carpet Market 


In the past five years the market for soft floor coverings 
in Canada has doubled. The major increase has been 
provided by tufting which is now estimated to account 
for 75°%/o of the total market. In addition during this 
period needlepunch has grown from less than a million 
yards in 1965 to approximately five million yards in 
1970. The conventional woven carpets have remained 
about the same and as a result have lost a considerable 
share of the market. 

Our projection for the next five years indicates an 
average annual rate of growth of between 9°%/o and 10°/o 
and while this is substantial, it is below the rate of 
growth of the past five years. 

The impetus to tufted products is being provided first 
through the finer gauge tufting for commercial work 
and to a lesser degree in the domestic market and sec- 
ondly in the rapid development of printing as a means 
of product styling. As mentioned earlier, the use of high 
density foam backing for commercial work and the do- 
it-yourself market tends to favour tufting over other 
types. 

Man-made fibres continue to play a leading role in 
the face yarns used in the production of carpets. Nylon 
in filament form ranks first in the United States and un- 
doubtedly holds the same position in Canada. The ac- 
rylics would be next followed by nylon yarns spun from 
staple. Other fibres such as polypropylene in filament 
and spun yarn along with polyesters are making signifi- 
cant and growing contributions to the fibre consump- 
tion of the industry. It is expected that the trend to finer 
gauge and shag styling will favour the increased use of 
nylon in filament and spun yarn. 

The availability of new and improved fibres, textured 
yarns and styling yarns to produce cross-dye effects per- 
mits greater versatility and is a very important resource 
to the industry in developing new and improved pro- 
ducts. 

A review of the carpet market would not be complete 
without reference to the contract segment which in- 
cludes commercial, institutional and multiple dwelling 
housing units where the carpet is part of the original 
construction. In recent years the rate of growth of this 
contract market has exceeded the domestic and we see 
this trend continuing. Precise industry data is not avail- 
able for the share of the market held by contract. In the 


United States this is estimated to be one-third and we 
might place the Canadian share slightly lower. 

The introduction by the industry of wall carpeting 
will provide further impetus to the already high rate of 
growth in the contract field. 

Based on the latest information, imports will show a 
decrease in 1970 but will continue to represent about 
twelve per cent of the Canadian market. 

Having established control of our own national dis- 
tribution, the company is moving aggressively to antici- 
pate the future trends of the industry to maintain its 
position of leadership. The major expenditures in the 
continuous dyeing plant and the screen printing plant 
could to some degree represent investments in the 
future but they will ensure that the company is in the 
forefront of these developments in Canada. The con- 
tinuous updating of production equipment and the 
expansion of research and development facilities and 
staff will provide the new products which are essential 
if we are to serve the growing needs of our customers. 


Financial Resources 

Working capital at October 31, 1970 of $8,239,533 is 
down $732,575 from the previous year. The Statement 
of Source and Use of Funds shown on page 14 outlines 
the factors affecting our working capital during the past 
year. 

Accounts receivable are up due to the increase in 
sales in the fourth quarter and the tight money condi- 
tion which has affected collections. Reserve for doubtful 
accounts is believed to be adequate under the circum- 
stances. 

Inventories of $11,273,517 are down slightly from the 
previous year and with the higher sales volume the turn- 
over has improved. This aspect of our operations is re- 
ceiving the close attention of management and we look 
for further improvements in turnover in the future. 

The ratio of total assets to sales is a matter of concern 
to your mangement. The investment in regional distri- 
bution and the fact that 1970 sales volume did not come 
up to expectations has reduced this ratio. In addition 
the investment in the continuous dyeing plant did not 
commence to produce revenue in the past year. As a 
means of improving the earnings growth rate, efforts of 
management will be directed towards improving the 
utilization of fixed assets and increasing the turnover of 
accounts receivables and inventories. 


Capital Expenditures 


A total of $2,024,681 was spent on capital additions and 
this included the continuous dyeing plant, building 
additions to the Brantford and Collingwood plants and 
an addition to the spinning plant at Collingwood to 
double capacity. 

During the year expenditures were incurred on air 
and water pollution control to convert our boiler plant 
at Guelph from coal to gas fired, the installation of 
stacks at Brantford to disperse exhausts from the tufting 
plant and the installation of settling tanks for dye liquor 
at Collingwood. The company has always been con- 
scious of its responsibilities in this area and all opera- 
tions conform to acceptable standards. 

Capital expenditures planned for 1971 amount to 
$1,500,000 which will include the screen printing plant, 
additional tufting capacity and further additions to our 
pilot plant for product development. 


Personnel 


Mr. John D. Campbell who has served as your director 
for the past two years has been appointed by the Can- 
adian government to the Textile Review Board. We re- 
gret the consequent loss to the company of his valued 
services as a director and feel confident Mr. Campbell 
will make an outstanding contribution to the textile in- 
dustry in his new capacity. 

During the past year Mr. Albert F. Klinkhammer join- 
ed the company and was appointed Vice-President, 
Administration. Mr. Klinkhammer brings to the com- 
pany many years of experience in the textile industry in 
various financial and administrative capacities. 

In connection with the Business Corporation Act soon 
to be proclaimed in the Province of Ontario, we have 
an audit committee which was formed in 1967 and has 
functioned since that time. The committee consists of 
non-management members of the board of directors 
and meets with the auditors to review reports arising 
from their examination of the accounts. 

The average employment throughout the year was 
1,114 an increase of 3°/o over the previous year. There 
are now 53 employees who have completed 25 years of 
service or more. Stock options were granted to 111 
members of management in 1970 and this includes 
members of regional distribution subsidiaries as well as 
manufacturing plants and head office. 


During the year two union contracts were renegoti- 
ated with one still outstanding at year end. In 1971 there 
are four additional union contracts due for renewal. 

It is with a feeling of sincere appreciation that we 
acknowledge the contribution by the management and 
staff throughout the past year. As usual in more difficult 
times, heavier demands are placed on the staff and they 
have responded admirably. 


Annual Meeting 


The annual meeting of the company will be held at the 
Head Office in Brantford on February 9, 1971. We ex- 
tend a welcome to shareholders to join us at which time 
we will report further on the progress of the company. 


Respectfully submitted, 


C Leg heen 


Chairman of the Board 
A 


Kn cl 


December 17, 1970. President 
CANADIAN MARKET* (estimate) 
Canadian 
% of total Consumption per Per Capita 
Total supplied by Household Personal 
Sq. Yds. Canadian (square yards) Disposable 
(000’s) Mills Canada U.K. U.S.A. Income 
1961 11,203 80.2 2.46 Sh3, 3.07 $1,437 
1962 11,736 85.8 2.49 3.70 3.66 1.535 
1963 11,999 87.4 2.47 4.37 4.08 1,608 
1964 15,806 87.2 3.14 5.04 4.73 1,679 
1965 18,872 87.0 3.74 bal 5.41 1,822 
1966 233025 88.4 4.54 bi23 5.94 1,973 
1967 25,359 88.7 4.76 5.60 6.37 2,097 
1968 30,426 87.1 5.53 6.00 7.61 2,236 
1969 36,511 87.6 6.41 5.90 8.29 2,370 
% Increase 
1961/69 225.9% 9.2% 160.6% 67.1% 170.0% 64.9% 


“Exports and automotive carpet have been excluded. Adjustments from previous reports have been made in accordance with 


latest available information. 
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CONSOLIDATED STATEMENT OF INCOME 


AND RETAINED EARNINGS 


Year Ended October 31 


1970 
SVAMUIESt la oS. oN BA StS 58 Ore seek PE oe ee ce rE $30,035,610 
COSMO SVAIESE Se Sc o-c Stee oe ces Eres Sie es eR 22,036,322 
GROs RO Miro mmoOMenatlOmSan eer: cas ae wage spor Gees< eas nad eaeewsa es 7,999,288 
LESsaelline, Administrative and ibistribution Expense .....6..0s.0s.0.840.000- 5,350,664 
@) FER NIBIIN @utets ©) Fell apeenerrs teir I Ae POR nen ie Gee Gas Saad a ome ides 2,648,624 
ED UGC Sey Mebemuireintekestarscck ni ue Guteees s% be 6 cura aed bw oe aes 423,409 
OMIM S Rae, A eee re, Sete ee oer Oy Aare ann ee 464,659 
Government:Grant—CollingwOo0d. a1. .0.6.00 6.00. beeen seve ee (252,000) 
BO PmBelOre taxes ©MinGOMC> aut inaien ae cas wAakvew a fo 4 Mae an waaGdmns oe ews 2,012,556 
iaAxXestOmalneOl) CxlINOtea| ©) Mem chersearheu eh aisi, oe lec etnies, aise share fet ai Aes Sittesen ene 2 959,500 
NEWINGCOME De OrevextraOndinary WGN oma. aie «facie dstre ona mig Fa cae oe Swe wee 1,053,056 
Erato OMANI eURy a LOIN LG: O) tee ees ant ent tera gees Raja crows Goes ele amie Saas 5 s.dpwn Oa 8 —— 

IVES PCCM SIGTA ARE SPINS, «ethene gee ens Ca oi ne AP a ene er 1,053,056 
ADM ctaijec earwines at WESimMine Of YVEAr ane ices nate dde dase aes aca cee nme os 9,017,495 
10,070,551 

LESS: Dividends paid common and Class A shares (1970—48¢, 1969—48¢)......... 770,141 
$ 9,300,410 

Esigines Pen shiarei De One extraordinary IeMics «ders Weal soe ase aeirib eee ee ees ss $ .66 
SS eflA TRY SS LEMAR TIES, a ley OS, Go ccna SINC Rn CGS nnn RE er $ .66 


1969 


$26,841,515 
19,402,495 


7 ,A39,020 
3,489,356 


3,949,664 
453,357 
60,903 
(216,000) 


3,651,404 


1,814,171 


l,O37,255 


362,249 


1,474,984 
8,307,330 
9,782,314 


764,819 


$ 9,017,495 
$1.15 
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Lt. HARDING CARPETS LIMITED 


Assets 
October 31 
1969 
CURRENT 
Accounts Receivable, less allowance for doubtful accounts .......... $ 7,146,527 $ 6,370,319 
Grant: Receivables: .c..ceoniasscs hc ee ee eee 129,048 258,814 
Inventories (NOC. 2) srs cneymccnegee nie ee eee ie reo en re 11,273,517 11323656 
Prepaid: Expenses” j.a s-srieacs o auct ee eae hn et NR ee rn 251,351 209,804 
TOTALZCURRENTSASS EIS oe aia rec ree ee een ee ee 18,800,443 (ORnIG2Z7593 
FIXED (Note 3) 
Land, buildings andeqauipmentat-coste-e-.... one eee 19,986,721 18,069,315 
Less: Accumulated depreciation fase aos «2 rea te aa eee a HH A VP 6,856,849 
12,209,049 11,212,466 
Approved on Behalf of the Board: 
C. M. Harding, Director 
A. Davidson, Director 
$31,009,492 $29,375,059 


Auditors’ Report 


TO THE SHAREHOLDERS OF HARDING CARPETS LIMITED: 


We have examined the consolidated balance sheet of Harding Carpets 
Limited and its subsidiaries as at October 31, 1970, and the consolidated 
statements of income and retained earnings and source and use of funds 
for the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circum- 


stances. 


CONSOLIDATED BALANCE SHEET 


Liabilities 


CURRENT 


SEALS ORNEY eg So RT eae weg Aa em a ee 


$ 6,240,404 


recounts payable and accrimed [abilities Jc. fe... as oie e cdie eoe ees 3,769,073 


Income taxes payable 46,433 


Instalments on long term debt due within one year 


TOTAL CURRENT LIABILITIES 


505,000 
10,560,910 


LONG TERM DEBT (Note 4) 6,312,000 


Oe wi Olin uA NEOMINOLE [OW serernone, «aie canes ste em crhetnbiels ee 


2,575,000 


DEFERRED INCOME (Note 5) 154,575 


SHAREHOLDERS’ EQUITY 
Capital Stock (Note 6) 
Common shares without par value 
Non-voting Class A shares with a par value of 50¢ each 
Authorized 
Common shares — 1,000,000 shares 
Class Ashares — 2,000,000 shares 
Issued and outstanding 
Common shares — 530,424 shares 
Class A shares — 1,076,000 shares 
SCRAPER SEUSS Ord a See ae eG ei ee ere 


2,106,597 
9,300,410 
11,407,007 


$31,009,492 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at October 31, 1970, and the results 
of their operations and the source and use of their funds for the year 
then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

PRICE WATERHOUSE & CO. 


Toronto, December 17, 1970 Chartered Accountants. 


October 31 


eee 


1969 


$ 5,522,667 
2,811,388 
656,430 


200,000 


9,190,485 
6,824,123 
2,080,000 

Bile aD 


1,944,001 
9,017,495 


10,961,496 


ih) 


NOTES TO FINANCIAL STATEMENTS 


Year ended October 31, 1970 


Note 1 — CONSOLIDATION 

The consolidated financial statements include the accounts 
of Harding Carpets Limited and its subsidiaries, all of which 
are wholly owned. 


Note 2 — INVENTORIES 

Valuation at October 31, 1970 at the lower of cost and market 
is consistent with previous years. Market price represents 
current replacement cost. 


1970 1969 
Rawana ce rio Sane $ 1,110,242 $ 1,064,976 
(Goro Tih ONCEESS ao5ccchscose 2,229,604 2,343,917 
Finished S00dSaa eee 7,933,671 7,914,763 
$11,273,517 $11,323,656 
Note 3 — FIXED ASSETS 
1970 1969 


Accumulated Accumulated 


Cost Depreciation Cost Depreciation 
Land $ 567,871 $ — $ 591,844 $ — 
Buildings 7,847,588 1,503,889 7,492,140 1,289,608 
Machinery & 
Equipment 11,571,262 6,273,783 9,985,331 5,567,241 
$19,986,721 $7,777,672 $18,069,315 $6,856,849 


Depreciation charged on the books is based on straight line 
rates of 2'/2°/o for buildings and 9°/o for machinery and equip- 
ment. For the year ended October 31, 1970, the amount 
charged against income was $974,720 ($888,797 in 1969). 


Note 4 — LONG TERM DEBT 

Series Ag 6°/a71 984 aa ke cer ret eee eer ree $3,300,000 
The sinking fund requirements call for payments 
of $200,000 a year leaving a balance of $900,000 
due in 1984. 

Series’.By Gfs'/o, 196 (aa see ae ee ee ee ee 2,185,000 
The sinking fund requirements call for payments 
of $105,000 per year, leaving a balance of $610,000 
due in 1987. 

Adjustment Assistance Board Loan, 6°/o, 1974 .... 
The loan agreement requires semi-annual pay- 
ments of $100,000 each, the final payments being 
due in 1974. 

8°/o real estate mortgage repayable in monthly 
instalments of principal and interest of $2,278 
Gue@: in 1972 a2) ca eee ee ene oe 


574,225 


2D 2D 
$6,312,000 
Note 5 — DEFERRED INCOME 


Early in 1967, when the facilities at Collingwood were being 
completed, the Company was in a position to qualify for 
either the tax holiday available under Section 71A of the In- 
come Tax Act or government grants under The Area Develop- 
ment Incentives Act. The decision was made at that time to 
take the government grants and to recognize such grants as 
elements of income generally over the four fiscal years ended 
October 31, 1970 which is the same period that the benefits 
of the tax holiday would have been available. To date, the 
total government grants of $827,116 taken into income is 
substantially the same as the amount that would have been 
included in income as a result of the tax holiday although the 
annual amounts differ. 


While the treatment afforded the government grants is not 
in accordance with the recent recommendations of The Ca- 
nadian Institute of Chartered Accountants, it is the Company’s 
belief that the inclusion of the government grant in income 
in 1970 is appropriate as a matter of consistent financial re- 
porting. This is the last fiscal year in which any significant 
amounts of government grants are available. 


Note 6 —EMPLOYEES’ STOCK OPTIONS 


Options for 2,000 common and 8,650 Class A shares were 
exercised during the year ended October 31, 1970, for a cash 
consideration of $162,596. Options for 2,000 common and 
24,250 Class A shares were granted during the year. At Octo- 
ber 31, 1970, options on 5,576 common and 33,300 Class A 
shares had been granted but not exercised. 


Note 7 — DIRECTORS’ AND SENIOR OFFICERS’ 
REMUNERATION 


Direct remuneration of directors and senior officers totalled 
$302,000 during the year ended October 31, 1970 ($245,500 
in 1969). 


Note 8 — EXTRAORDINARY ITEM — $362,249 


This represents the distribution start-up costs in 1969 includ- 
ing the loss of margin on inventories which would otherwise 
have been in the hands of former distributors less applicable 
income taxes of $372,800. 


Note 9 — PENSION PLAN 


In 1948, the Company introduced its Employees’ Pension 
Plan. This Plan was integrated with the Canada Pension Plan 
and the Quebec Pension Plan in 1966. Employees contribute 
5°/o of their earnings to these Plans with the Company making 
up the balance to provide a minimum benefit of 13/4°/o for 
each year of service. 

The Deferred Profit Sharing Plan was introduced in 1960. It 
is a trusteed plan which is paid for completely by the Com- 
pany and has to date been mainly invested in the shares of 
Harding Carpets Limited. 

Since 1948, net pension and profit sharing contributions 
have been as follows (including subsidiary companies) : 


Company Employees 
Net Net 
Contributions Contributions 
PaSteSeIviCCiw ovr emer $ 319,461 $ — 
Employees’ Pension Plan ....... 1,059,498 1,311,463 
Canada Pension Plan and 
Quebec Pension Plan ........ 349,258 349,258 
Deferred Profit Sharing Plan* ... 461,321 —- 
$2,189,538 $1,660,721 


*(The market value of the Deferred Profit Sharing Plan fund at 
October 31, 1970 was $766,374). 

The cost to the Company of the Pension Plans and the 
Deferred Profit Sharing Plan in 1970 was $214,912 (1969— 
$173,402). 


Note 10 — INCOME TAXES 

Deferred income taxes arise as a result of claiming for income 
tax purposes maximum capital cost allowances which are in 
excess of depreciation recorded in the accounts. In 1970 this 
amounted to $495,000 compared with $218,000 in 1969. 


CONSOLIDATED STATEMENT 
OF SOURCE AND USE OF FUNDS 


orpe emai eles e) (heise lee, [e; \) folie! e ull! |e’ evioi, oie 4] ie S18) (ef (6:7erKeise\'e! e wiie) Sie. Sue) ei'6r ie) eel elie. © alie vers! ae 
sks Femrn ese heme usice tm vee en @ ical wi, diie! (olivine! 16. silel el elise: /elial wila\iwuia, <1 (s/ce patales ed avcst ei st eie.is\ietene 


CUCM Cth Oe Gall OP OONS « O icaoity Cred. Cetra cmcirn Mey NOMOMG: Serer OR ONC SRC ERT ecm inca 


SOURCE OF FUNDS 
From Operations: 
Ne minicomletOminew Cate tu itcguets aie thes kele stra os ees occa OS Guns ss 
Charges or (credits) not involving current funds: 
DVEMTCC AON atte sirtee nistare cto ya \enayete sake se aeeLtsa cls = HS eS Kise Saw dle 
Be fe Mec O Me tak Gsmaciee eee saaeee eRe meee eines anasc.claed te eiecheals weetbass 
GOVeTMMeltehamtaccrrscustan se ceiore cre teiaiercichetey seus revert ereucie accmsuswsceuers. ¢ stot 
(COMBE: STUY ey GUS aR Ce hn ee cu a ane te Reece gO RIN i pay er a Oe ar aa 
Gidea Cea SELES 1)AC@ [Oh a ONVS ete Cine Pee aa ces 1a volts Drees wg iste, SB ie ee ow asa a en wR Iw ee 
Over MES aiiCani CG curt a ates crieesats Namie ous Ck sa Gs ed bw sgiaaeie alas 
DC Cl SaRO MIO RES aS Cer reenter yl ete oy ele cas Seeeetve aut Glave ns Raresciele ows kee sieve’ 
Sew eS, 8) CCE TOVG SCOTS 4 ns fe ce eee Ceci oe eee Renee re eae 


Bear sk) OE TEE ASSLG ters aes ae ce tae a Nc ope ad reesei ue! ag 9 o\irlagal suave Se oe es = 9 


USE OF FUNDS 
pein eUU be si Ola IMEC ASSES tet et. yeya tennis cist cemusinin ames © ina arom eieisa sor + whe os sia 
DIGEMCe dl Geer epee ant ie ects a ales mtrshe's » «aie cian Swain hens we aimee Ss) a 


PEC Me tODmMCH es Cennih GeO ts arrad ce divsers aie. Giae ers ue Mika s www wee wale) stys mie + ee ee 


NAV) eK neh AN TI A Ml) SCRE Ey a sinatra ici aa tie eis Sia etarelvelais Guo n> & Hie 's Vee Mies ne wb 


Year Ended October 31 


1970 
$18,800,443 
10,560,910 


$ 8,239,533 


$ 1,053,056 


974,720 
495,000 

(252,000) 

(15,351) 
2,255,425 
87,620 
162,596 
68,729 


2,574,370 


2,024,681 
770,141 
512,123 


3,306,945 


$ 732,575 


1969 
$18,162,593 
9,190,485 
$ 8,972,108 


$ 1,474,984 


888,797 
218,000 
(216,000) 
(8,935) 
2,356,846 
77,302 
259,898 
PAs 45 (0! 


2,941,452 


2,886,878 
764,819 
SOEs: 


4,182,472 


$ 1,241,020 
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10 YEAR SUMMARY OF FINANCIAL DATA 


(000’s omitted) 


OPERATING RESULTS 1970 1969 
SALES bet tesco vee ae ana $30,035 $26,842 
Depreciation ses: = cristae cere ie 975 889 
INtERES tS Se trersseeeneers er leet een eere ee 888 514 
PROVE NXSVOME inKCOMNS (NES ocoscsonneccocsas 2,013 3,651 
InGOmes taxes 2: awewic ewan eee are 960 1,814 
NET INGOMESLEN ei iret 2h rae near $ 1,053 $9,832 
Per Shane: GIB eee eee eee, eae $ 0.66 $a 1e15 
AS a DerCentaseroiesalece =n aa irre nt Sela 6.8°/o 
As a percentage of capital employed at 
besinnin’ 201 ear serene ee 9.4°/o 
As a percentage of shareholders’ equity 
at DEGINMINe Ol yea ae Senne 18.3°%7/o 
Dividends: pad) Roy seen ease en eee $ 765 
Per preference shares ice ae sen ae eer — 
Per common and Class A share [3] ...... $ 0.48 
RIE WANTED) IEANIRINIINIGS TROUR WEAK IGS sc coccs Sez 10 
CAPITAL EXPENDITURES $ 2,887 
OTHER FINANCIAL DATA 
WHOINSINIG CANPIIAL, covocscnegovccaccocae $ 8,240 S$ O72 
Ratio of current assets to current liabilities 1.7 to1 19 test 
[nVventOriesaueece get terrae een eae $11,274. $11,324 
Rixedmassetss (meUme a ea reins aera ieee $12,209 $11,212 
PUNCECUCED timgemen iit ferme ieee ee anes $ 6,312 $ 6,824 
SIFIARERIOQUDIERS’ IEQUUINDY cosonccoconacc00e $11,407 $10,961 
Shareholders’ equity per share [3] ........... STAI Se) O07, 


1] In 1969 before extraordinary item less applicable income taxes. 

2] The earnings for the years 1965-1970 have benefited under Designated Area legislation. 
From 1965 to 1967 taxation was reduced for Harding Brantford Limited and from 1967 to 1970 
grants for the plant at Collingwood were included in income. 


YEAR ENDED OCTOBER 31 


1968 1967 1966 1965 1964 1963 1962 1961 
$24,958 $22,040 $22,089 $19,350 $15,001 $12,058 $ 9,886 $ 7,587 

765 609 531 426 335 375 329 284 

624 434 294 270 203 46 51 56 
3,238 1,776 2,894 2,886 2,635 1,849 1,411 1,051 
1,545 366 (es 1,209 1,340 895 699 531 
$ 1,693 $1410 Gr1.76 Gesl677 $ 1,295 $ 954 S712 $ 520 
Soe 1.07 $ 0.90 Se tsi? $ 1.08 $ 0.82 $ 0.56 $ 0.43 $ 0.35 
6.8°/o 6.45/o 8.0°/o 8.7%/o 8.6°7/o 7.9°/o 7 .2°/o 6.9°/o 
10.6°/o 13.6°/o 16.8°/o 18.0°/o 22.5%o 15.1%o 11.6°%/o 8.9%/o 
18.8°/o 17.0°/o 25.8°/o 30.1°/o 23.8°/o 17.0°/o 13.2°/o 10.3°/o 
SD Se $ 626 $ 505 $ 334 $ 183 $ 2,089 $ 175 
pale = — = 53/4°/o 53/4°/o 53/49/o = 
$ 0.48 $ 0.46 $ 0.40 a0 32 $ 0.20 $ 0.05 cy epee) SOs 
$ 938 $ 687 $ 1,298 Sa ee $ 961 Se aa Sees z $ 345 


$ 566 $2 35/77 $ 3,045 $ 1,402 $ 856 $7572 $ 411 $ 440 
ee ee 


$10,213 $ 8,563 $ 6,270 bap 10n $ 6,964 $ 3,488 $ 3,853 ny envAalo 
3)55) WO) i Df WO) 4 ANT | SP eOml 4.4to1 PaltOn 3.4 to 1 4.6 to 1 
$70,300 e727. $ 6,725 $ 5,015 $ 4,472 $3,732 $ 3,170 $ 2,921 
69235 $ 9/559 $ 6,451 $ 3,947 $. 2/987 $ 2,425 $ 2,233 $2153 
$ 7,095 $ 7,600 $ 4,100 $ 4,300 $ 4,500 $ 740 $ 860 $ 980 
$10,034 $ 8,992 $ 8,281 $ 6,816 $ 5,564 $ 5,451 $ 5,601 $5390 
iieealopers ie SAE Seo, $ 4.38 Sonoo9 Be AS $ 2.45 uP hae, 


[3] Adjusted to reflect subdivision of each common share, on March 16, 1964, and each common 
and Class A share on February 11, 1967. 

[4] Includes stock dividend of $1,893,750 paid on the common shares in 1962. 

[5] Preference shares redeemed February 17, 1964. 

[6] For 1966 includes non-recurring profit less applicable income taxes. 


HARDING 
CARPETS 


Harding Carpets Limited is a Canadian company — the only 
publicly-owned company in the nation’s carpet manufacturing 
industry. More than 98 per cent of its outstanding shares are 
owned by Canadian residents from coast-to-coast. 


In its plants, of which there are three, its offices and regional 
distribution centres throughout Canada, the company employs 
1,114 persons whose combined efforts in 1970 accomplished 
sales of products valued at $30,035,610. 


Modern research and development programs, the continu- 
ous search for improved manufacturing techniques and new 
product, all combine to maintain the company’s position as 
the largest manufacturer in its industry. 


Plant Locations 
Brantford, Guelph and Collingwood, Ontario. 


Regional Distribution Centres 


Vancouver —4161 Canada Way, Burnaby 

Calgary —3030-9th Street S.E., Calgary 
Winnipeg —1555 Inkster Boulevard, Winnipeg 
Toronto —35 Worcester Road, Rexdale 
Montreal —1475 Montee de Liesse, St. Laurent 
Moncton —1220 St. George Boulevard, Moncton 


Innovations 


In Products / In Manufacturing / In Merchandising 


Harding Carpets constant efforts in development of new products, 
modern manufacturing methods and merchandising innovations combine 
to maintain the company’s position as leader in the Canadian industry. 


Examples of all three areas of endeavours are illustrated on these two 
pages. 


New products developed by the company are seen on the facing page. 
At top is Motif, a bright new printed carpet line which is seen in a 
kitchen setting. Printed carpet such as this will be manufactured by the 
company early in 1971 when its new printed carpet plant in Brantford is 
completed. At bottom left is Colony Park, a random sheer sculpted 
acrilan in brilliant two-tone patterned blue and green. At right is Val- 
halla, a deep pile nylon shag printed in striking blended colours. Other 
new products developed by the company: Titan I/, which features a 
durable second generation nylon fibre carpet with anti-static properties 
for contract users; Preview, a luxurious all-wool rough textured plush; 
New Generation, a new look at hard twist acrilan in exciting two-tone 
colour combinations; and Step Ahead, a nylon quality with high-low 
surface textures combined with two-colour patterns. 


Exciting new merchandising concepts can be expected to provide 
broader markets for the company’s products. Of particular significance 


ON THE COVER 
Illustrated is Harding Carpets ARGONAUT in Orange Brick. 


is the company’s development of products for the do-it-yourself home- 
maker. Illustrated in the bottom centre panel of the facing page are 
carpet tiles which can be easily installed by the purchaser, in a variety of 
colour schemes. The Harding do-it-yourself program is also available to 
the public in standard rubber-back broadloom widths and comes com- 
plete with installation instructions, and necessary tools and essentials to 
properly install the carpet. Another new merchandising and product 
concept, not illustrated, is Mural, a handsome carpeting for wall instal- 
lation which was introduced at the National Interior Design Show in the 
fall of 1970. It has received quick acceptance and provides a new dimen- 
sion in decor treatment for offices, commercial institutions and homes. 


Continual development of new manufacturing methods are illustrated 
below by the company’s recently installed Kusters dyeing equipment. 
This huge, modern precision unit permits the company to continuously 
dye at a rate of up to 600 yards of carpeting an hour while maintaining 
perfect colour matches. 


At left, carpet is prepared for the dyeing process and, at right, comes 
off the line ready for drying. 


New products, new merchandising innovations and new manufactur- 
ing methods—all reflect the care and craftsmanship taken with all Hard- 
ing products. 
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HARDING CARPETS 


LIMITED 


Semi-Annual Report 
April 30, 1970 


TO THE SHAREHOLDERS: 


Sales for the second quarter were up 27% over the same 
period last year while sales for the first half were up 20%. | Sales 
figures are not really comparable with last year as the increaSe is 
due largely to the sales of carpet accessories and the distribution 
mark-up on carpet sold through our newly formed distribution 
centres. Sales of our carpets do show a modest increase, but have 
been adversely affected by the seven week strike in the first 
quarter along with a slowdown in retail activity. 


While the second quarter net income shows a substantial 
improvement over the first quarter, business conditions have 
contributed to a less favourable profit performance than last 
year. Planned growth has not been achieved for carpet sales 
and higher wages and interest costs have produced a squeeze on 
profits. For the six months, the net income per share of 35¢ is 
down from 57¢ last year. 


While carpet inventories are down from the beginning of 
the year, accessories and allied products which we distribute, 
have contributed to an increase in overall inventories. Further 
reductions in carpet inventories will result in a lower level for 
total inventories by the year end. 


Plans for the continuous dyeing plant are proceeding accord- 
ing to schedule and it is expected to be in operation by the end 
of the current fiscal year. The printing plant will commence 
operations during the first half of next year. 


In our first quarter report, we stated that the retail carpet 
market was less buoyant than a year ago as a result of govern- 
ment restraints. There is every indication that this condition 
continues. It is encouraging that the government has not found 
it necessary to apply consumer credit controls as these would 
undoubtedly further depress sales of large ticket items such as 
carpet. 


ON BEHALF OF THE BOARD 


C reg Same 


Chairman President 


a eee 


June 11,1970 
Brantford, Ontario 


CONSOLIDATED STATEMENT OF INCOME 


(unaudited) 


3 months ended 
April 30 


6 months ended 
April 30 


1970 1969 1970 1969 

SAN EIS atetecksr eager Ace OT AE REE COE ee ee ee ee $8,358,790 $6,596,288 Sle 8 pale $12,896,754 ©“ 
COLONIE TONE Sy aU ERS soe Be a A EU er or toe en ene ee eed : 6,205,514 4,810,302 11,410,809 9,444,032 
GROSSIPR'O Bistro: © Pera tions wee cece cso cee ecevsteeste co conesdeosereeseacec sa tonastoteees. PUTS 1,785,986 4,001,903 3,452,722 
EBSS-2sellings administrative and general Expense sii. cc6sceccce-cscees ces seescces-sceceecectccennees 1,331,988 761,741 2,642,472 1,494,580 
COU EH Bi Rafe TESTE (A Bee eno pe BS yr EEE PRS a 821,288 1,024,245 1,359,431 1,958,142 
DEDUGI (ADD); | 

EMEC OSE euterct.ccestoterssiss tec cones tase: Bee eee eee ea Sees PRS nae Sod sdceseatnae tas sustvaescatves daca 220,194 119,265 429,630 241,888 

Soveruimen Ceorant = eCOllin £ WOO Gir ete tsi, sary ee oneener eaceiaavane aiirevesarseiseeass cots (63,000) (54,000) (126,000) (108,000) 
(AOE ME Joys ObTEa Neb ach Copal lotepoolS- stipes ARERR ee eT ee 664,094 958,980 1,055,801 1,824,254 
BL Am CSM OMURUENG Oia Gls aac a ete rapes ener Uae seems constr c ic cane sac sesSerartye4 na ioessei vais tuasesnevvatsaiesliievecs 322,000 487,201 491,000 914,600 
INSeeee ENN COVE Per hart nies CERO Meta cere, eae RS gece siasiee so heasspas eons sasaninsunaecvandas $ 342,094 $ 471,779 $ 564,801 $ 909,654 — 
LarminccamenrcommeonmancdGlasswAl share cam wyaecercs sect eect. sversessovurerssorseccsesse 21¢ 30¢ 35¢ Dae XG 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 


(unaudited) 


SOURCE OF FUNDS 
From Operations: 


Net income fot! period se-ccsccesccteersest race eae ee ee eee 


Charges or (credits) not involving current funds 


Depreciation /sgeccsicWba tase cecieceecaeca cath eee ctr codes cease ee rang tase he sae ene ene tee eaec eee 
Deferred: income taxes 2.5, ascneccnceesces cokes ee come oe naeasn easton aceon enero 
Government oramt® ooo ores aate cece chen Sones tee onsen es seen tee ne oaeee eee eee ctaae 


Total fromn0 per ati ris: j25s cece eee ea aoa ec wan 
Isstié OF capital ‘stock: 5.5: !3cciiee sacra cote eer Beene are nee re ete one never ene 


USE OF FUNDS 
Expenditures on fixed assets (net) 


Reduction in long term debt 


*The portion of the designated area grant for the Collingwood Plant 
which has been included in income for the period. 


Dividends paid. oi 2sndth ckescecseece thes ewes eentr autre nancy ASR Ree sae tt oon nares Seen tases a See 


Tncréase an; other ASSCts sae aetna en eee earns ieee et ceaee os 


6 months ended 


April 30 
1970 1969 
$ 564,801 $ 909,654 
468,792 418,628 
298,000 312,094 
(126,000) (108,000) 
1,205,593 532.376 
162,596 217,310 
1,368,189 1,749,686 
674,668 457,142 
384,600 381,835 
408,498 LZ hi 
—_ 29,847 
1,467,766 994,599 


‘aporiad ey ap snuaadr say] suep a$npour ys mb poomBuryjop 
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Lys6c Tt anne nee nee e enn n erect ee ea eat aenenennnsatecsecesesansenraren ynov.p sajsod same S23] suep uoneiuawsny 
CLGay 86F‘80F CU baa cecpscerrrseeceanseeucccectsoueceseeresssserssecsceresasvccevescoanees awd} uo] ra a}ep PI ap uONnUIWIG 
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